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ABSTRACT 



Since the end of the Korean War, both Koreas have maintained their 
military forces in a high state of readiness. Until recently, the stra- 
tegic environment on the Korean Peninsula was largely determined by the 
quantity and quality of arms supplied by major allies. Since the late 
1 960 1 s , however, both North and South Korea have pursued policies to 
develop their own indigenous arms industries, expanded their defense 
budgets, and implemented mil itary modernization programs. 

It is the hypothesis of this thesis that North Korea is more 
adversely affected by defense spending than South Korea. Although North 
and South Korea have structurally different economic systems, the same 
set of financial constraints apply for each. By paralleling military 
development and economic growth patterns for both North and South Korea, 
evidence of different effects of defense spending on economic growth of 
the two countries can be determined. These findings will then be used 
to project the prospects for peace and stability in the Korean Peninsula 
in the 1980's. 
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I. INTRODUCTION 



A. PREPARATORY REMARKS AND METHODOLOGY 

Since the end of the Korean War in 1953, both Koreas have maintained 
their military forces in a high state of readiness. The inherent 
dangers of maintaining a prolonged high state of readiness are obvious-- 
full scale war could erupt in a matter of hours. The dangers of a war 
on the Korean Peninsula extend beyond the two Korean states to tneir 
major allies who would undoubtedly become involved in a major Korean 
conflict. Thus, stability in this strategic area has been a key 
element in determining policy for the major powers as well as the 
two Koreas. 

Although there has been relative stability on the Korean Peninsula 
since the end of the Korean War, the strategic environment has been 
in a perpetual state of change. Until recently the strategic environ- 
ment was largely determined by the quantity and quality of arms 
supplied to North and South Korea by major allies. However, since 
the late 1960‘s, both North and South Korea have pursued policies to 
develop their own indigenous arms industries, expanded their defense 
budgets, and implemented modernization programs for their militaries. 

A consequence of these developments has been a reduction in the 
ability of the major power allies to influence the actions of the 
Koreans. 

The purpose of this thesis is to analyze the military and economic 
forces acting upon the Korean Peninsula to determine the effects of 
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military development on economic growth. This will require analysis 
of arms transfers, the development of indigenous arms capabilities, 
and actual military force development. The effects of military spend- 
ing on economic growth will then be analyzed and used to determine if 
efforts to achieve economic goals for the 1980' s will lessen military 
competition between the two Koreas. 

Chapter I will establish the background from which the military 
competition grew. Major events from the Cairo Conference of 1943 to 
the outbreak of the Korean War will be examined. Special consider- 
ations will be given to the conditions that allowed North Korea to 
develop sufficient military strength to invade the South in 1950. 

Chapter II examines the effect that arms transfers have had on the 
strategic environment of Korea from 1945-1979. Arms transfers to both 
North and South Korea will be analyzed in a chronological order by 
year groupings: the pre-Korean War years (1945-1950), the War years 

(1950-1953), the first decade (1953-1960), the second decade (1960- 
1970), and the third decade (1970-1980). 

Chapter III will discuss the development of indigenous arms produc- 
tion in both Koreas, and the ramifications of autonomous defense 
industries on regional and international stability. It will present 
the motives for developing arms industries, actual arms productions 
in North and South Korea, and a comparison of the stage of development 
attained by each. 



11 



Chapter IV provides an in-depth study of the military establish- 
ments of both North and South Korea. This chapter examines the 
military objectives of both countries, the patterns of military 
development, and the current military situation of both countries. 

Chapter V examines the effect of defense spending on economic 
growth. In this chapter, the economic growth pattern of both Koreas 
(from 1945-1979), and the effects of defense spending on economic 
growth will be determined. A financial constraint model, developed 
by Professors Looney and Fredricksen, will be used to explain why 
defense spending has different impacts on economic growth in North 
and South Korea. 

Chapter VI presents projections of the military and economic 
situation on the Korean Peninsula in the 1 980 * s . Using the findings 
from the previous chapters, the prospect for peace and stability will 
be explored. 

3. BACKGROUND 

At the 1943 Cairo Conference, a joint statement was made by 
Franklin D. Roosevelt, Chiang Kai-shek, and Winston Churchill declaring 
that after the surrender of Japan, Korea would become free and indepen- 
dent— in due course. This was reconfirmed by the 1945 Potsdam 
Declaration, and subsequently by the Soviet Union, which declared 
war on Japan. However, the fate of Korea changed overnight; at the 
1945 Yalta Conference, the leaders of the United States, Great Britain, 
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and the Soviet Union reached a secret agreement which included 

dividing the Korean Peninsula at the 38th parallel to facilitate 

1 

in disarming Japanese forces. 

In accordance with the Yalta agreement, the Soviet Union promptly 

dispatched forces to the area north of the 38th parallel and established 

a military government which eventually helped to solidify the North 

Korean Communist regime. The United States forces moved into South 

Korea and established another military government. However, the United 

States still claimed that the 38th parallel was not a political 

demarcation, but a temporary expedient to facilitate military operations. 

When the initial efforts to reunite Korea failed, a conference of 

2 

foreign ministers convened to settle the matter. 

An agreement was reached stating that Korea would become independent 
after five years under the joint trusteeship of the United States, Great 
Britain, the Soviet Union, and China. Under the auspices of this 
agreement, a joint commission of the United States and the Soviet Union 
was convened in Seoul in March 1946 to assist in establishing a 
unified government for Korea. When these efforts failed, the United 
States decided to take the matter to the United Nations. 

The United Nations adopted a resolution on 14 November 1947 which 
called for general elections under the supervision of a United nations 
comnission. Elections were held on 10 May 1948 in South Korea only, 
because the Soviet military commander refused the U.N. Commission 
access to North Korea. On 15 August 1948, the Government of the 
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Republic of Korea was inaugurated with Syngman Rhee as its first 

•3 

President. 

North Korea countered with its own elections on 9 September 1948, 
establishing the Government of the Democratic People's Republic of 
Korea. ^ 

C. MILITARY COMPETITION 

The quest for military superiority began early between the Koreas. 
North Korea had established a full-fledged army, with 200,000 regular 
soldiers, by February 1948. Conversely, South Korea had about 50,500 

c 

soldiers when it was inaugurated in August 1948. 

1 . North Korea 

One of the first acts of the newly-formed North Korean Govern- 
ment was to create a large standing army. Under Soviet guidance, 
conscription was introduced, military training schools established, 
and training of cadets and officers begun. The first units were 
activated in February 1946. By 1947, force levels rose to 150,000, 
and to 200,000 by 1948. Formal establishment of the Korean People's 
Army was announced in February 1948 — seven months prior to the 
establishment of the Democratic Republic. 

The Soviet Union was the sole supplier of military equipment to 
North Korea between 1945 and 1950. During this time, economic and 
military aid supplied to the North was estimated to value $56 million 
dollars. ^ Arms provided to North Korea included 242 Soviet-built T-34 
tanks which were considered the best tanks in the world at that time. 
Their ground forces were supplied with advanced artillery and mortars 
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of Soviet design. The Soviets also had put over 200 planes in North 
Korea, including the Yak-9P fighters, and 11-10 bombs. ^ 

2. South Korea 

The buildup of forces in North Korea went almost undetected 
by the United States which was preoccupied with the containment of 
communism in Europe. Thus, when Soviet and American troops were 

Q 

withdrawn from Korea in 1948, a large military imbalance existed. 

South Korea's military was totally inadequate to defend itself 
against the North Korean invasion in 1950. Although South Korean 
forces had been provided with some weapons and training, a precaution 
had been taken by the American Occupation Army to arm South Korean 
forces with only light defensive weapons.^ 

Although part of the blame for South Korea's inadequate defense 
capability can be placed on the U.S., most of the blame must go to the 
ROK President, Rhee. Former Ambassador John S. Muccio explained the 
American position: 

President Rhee had a very unrealistic attitude 
toward that whole issue. He thought that the people 
of the North were waiting for him to arrive on a 
white charger, that they would all get up and acclaim 
him, and that Korea would be unified. And ... as 
many incursions took place north of the 38th parallel, 
as well as south of it, that tied our hands, there 
was a danger that aggression would occur from the 
South 

Therefore, when the Korean War began in 1950, South Korea's military 
possessed no tanks, no medium nor heavy artillery, and no combat 
aircraft. 
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II. ARMS TRANSFERS TO THE ,<OREAS 



Arms transfers to both North and South Korea played a significant 
role in the development of their military forces. Until they were 
able to establish their own indigenous arms industries, both were 
totally dependent on arms imports to equip their forces. Therefore, 
in a study of Korean military development, there is no better place 
to begin than with arms transfers. 

This chapter will present a chronological study of arms transfers 
beginning with the prewar period, 1945-1950, followed by an examina- 
tion of arms transfers during the Korean War, 1950-53. The study 
will then shift to an examination of arms transfers by decades. 

This will allow for better trend analysis. Transfers to North Korea 
will be discussed first, followed by transfers to South Korea, with 
a comparison of trends in arms transfers during that decade. 

A. PREWAR, 1945-1950 

The prewar timeframe is important because of the events that 
transpired in arms transfers during this period which influenced 
the course of the war. The development of the armed forces in both 
Koreas were discussed in the previous chapter. However, a little 
more information needs to be added to update arms transfers during 
this period. 
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1 . North Korea 



The Soviet Union entirely dominated North Korea during this 
period. They were the sole supplier of arms, ammunition, gasoline, 
vehicles, and other military items. Soviet aid, both economic and 
military, is estimated to have been $56 million between 1945 and 
1 950. ^ After the Soviets withdrew their troops in 1949, the North 
Koreans were provided with large deliveries of tanks, trucks, artillery, 
and war planes. Included in the 242 Soviet tanks furnished under this 
aid program were the T-34's, which were believed to be the best tank 
in the world at that time. Also, the 150 war planes supplied to 
North Korea included modern 11-10 bombers, and Yak-9P fighter planes.^ 
The Communist victory in the Chinese Civil War led to a change 
of Chinese support from South Korea to North Korea. Prior to their 
1949 expulsion, the ruling Chinese Government, the Koumintang (KMT) 
had supported South Korea. However, due to the Civil War, the KMT 
was in no position to provide aid to South Korea. Likewise, the poor 
state of China following the Civil War left the Chinese Communists 
unable to support the North Koreans. Thus, China played no signifi- 
cant role in arms transfers to either North or South Korea during 
this period. 

2. South Korea 

South Korea found itself part of the United States "forward 
defense areas" following World War II. These areas were designed to 
contain communism, and were mostly comprised of countries contiguous 
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to Russia and China. The magnitude of military aid and arms 
supplied to these countries varied proportionately to the United 
States* perceived threat in the area, and the U.S. willingness to 
commit troops to that area.^ 

The U.S. approach to South Korea before the outbreak of the 
Korean War could best be described as ambivalent. Due to the action 
of the Rhee Government, the U.S. Occupation Army had equipped South 
Korea only with light arms and mortars, and provided some technical 
training, but the U.S. had taken "the precaution to arm the South 
Korean Army only with light defensive weapons to preclude any temp- 
tation to invade North Korea." 4 

B. THE KOREAN WAR, 1950-1953 

The Korean War began June 25, 1950, when the North Koreans invaded 
the South. This shifted the U.S. military assistance program for South 
Korea from limited assistance to direct intervention and massive aid. 

In turn. North Korea received comparable aid from the Soviet Union, 
as well as direct Chinese intervention. 

The Korean War was the first example of supplier/recipient inter- 
dependence in a limited war due to a polarized world environment. 5 
Although the conflict was initially only between the two Koreas, it 
became increasingly a superpower competition. This was reflected by 
the interdependence of suppliers and receivers. A paradox of arms 
transfers in a polarized international situation emerged; opposing 
suppliers became increasingly involved in the conflict despite earnest 
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efforts to remain detached. Qy furnishing weapons, both the Soviet 
Union and the United States were supporting their respective allies. 
Neither superpower could allow their ally to be defeated, because a 
defeat of the recipient would be considered a defeat of the supplier. 

The paradox of the Korean conflict culminated in direct interven- 
tion by armed forces of the suppliers. The U.S. intervened to keep 
South Korea from being defeated, thus shifting the military advantage 
to the South Koreans. This required the opposing side to intervene 
to restore the balance. Although the Soviets did not directly inter- 
vene, their ally China supplied 2.5 million Chinese volunteers.® 
Another aspect of supplier/recipient interdependence in this 
polarized conflict is the inability of the suppliers to withdraw 
support. Again, the perception of supplier/recipient defeat was the 
underlying factor. This perception caused the Soviets to pressure 
North Korea and China to accept an "in place" armistice in 1953. 

The pressure increased as the Soviets became more apprehensive of 
becoming physically involved. 7 
1 . North Korea 

During the Korean War, military aid to North Korea consisted 
mainly of aircraft, tanks, and artillery. (See Appendix A, Table 15.) 
Included in the equipment supplied to North Korea were 200 jet 
fighter aircraft, and 450 T-34 tanks. 

Although North Korea received massive Soviet and Chinese 
support, their armed forces were decimated by the war. Their Army 
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suffered enormous casualties and equipment losses. Similarly, the 
Korean People's Armed Forces Air Corps had to completely regroup 
and retrain due to the enormous losses suffered in the early stages 
of the war. 3 

2. South Korea 

Like its enemy. South Korea received a tremendous amount of 
military equipment during the Korean War. (See Appendix A, Table 16.) 
Included in this aid were over 800 tanks, mostly M-47's or M-48's, 
and Sherman-types. Unlike .North Korea, they did not receive any 
jet aircraft; they relied totally on U.S. air cover. The bulk of 
the military aid consisted of infantry weaponry commensurate with 

Q 

South Korean capabilities. 

The South Korean forces emerged from the war in a little 
better condition than did those of the North. Although their Army 
was intact, it relied heavily on the United States for support. 

The Republic of Korea Air Force (ROKAF) consisted only of limited 
numbers of older propeller- type aircraft with few supplies. The 
Navy emerged from the war a little better equipped, but it presented 
no real threat to North Korea. 

The enormous cost of the Korean War fell mainly on the United 
States and the Soviet Union. Between 1950 and 1953, almost three- 
fourths of all global major arms transfers were to the Koreas. Both 
the U.S. and the U.S.S.R. experienced the dangers of supplier/recip- 
ient interdependence in a polarized world during a conflict. The 
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experiences of the Korean War led to restraint in arms transfers 
to the Korean Peninsula by both suppliers. This condition still 
exists today. ^ 

C. THE FIRST DECADE, 1953-1960 

The armistice agreement ending the Korean War prohibited the 
introduction of new weapons to the Peninsula, and froze combat 
aircraft at the existing level. This agreement was short-lived. 

(See Appendix A, Table 15.) 

By 1955, the Soviets had increased the number of bombers supplied 
to North Korea, and by 1956 they had introduced a new aircraft weapon 
system, the MIG-17 fighters. The agreement stood until 1958, at 
which time it was voided by the United Nations Command for "alleged 
North Korean nonadherence. 

1 . North Korea 

The period following the Korean War was used by Kim Il-sung 
to reconsolidate his political power. Any lesser leader could not 
have survived the resentment generated by the failure to win the war. 
The North Koreans channeled most of their resentment toward the 
Soviets, because of their initiation of the armistice process. Many 
North Korean leaders directly blamed the Soviets for their failure, 
and felt that the enormous loss of Korean lives had been in vain. 

Kim voiced his Soviet disapproval by embarking on an indepen- 
dent path of reconstruction without prior U.S.S.R. approval. These 
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efforts were greatly aided by the Chinese military presence in North 
Korea until 1953. Despite this antagonism, the Soviets remained the 
sole supplier of major weapons, and they retained the primacy of 
influence through the summer of 1958.^ They supplied the North 
Koreans with weapons, and trained their armed forces with modern 
Soviet equipment between 1955 and 1957. This training program included 
11-28 and MIG-17 aircraft. Once trained. North Korean forces received 
20 11-28' s in 1955, and 100 MIG-17' s from 1956 to 1958 to supplement 
their ageing MIG-1 5' s. 

As pressure increased between the Chinese and the Soviets, Kim 
II -sung embarked on an independent course. Prior to 1957, he had no 
choice but to remain aligned with the Soviets because the Chinese 
were unable to supply needed economic aid and military equipment.^ 
After 1957 Kim had to walk a tightrope to receive needed aid from 
both suppliers without becoming a pawn of either. 

Kim's concern over Khruschev's de-Stalinization campaign and 
peaceful coexistence policy, coupled with China's increasing economic 
and military strength, influenced North Korea to tilt toward the 
Chinese sphere. In 1959, China supplied North Korea with 30 MIG-15's, 
and began delivery of Il-28's Chinese support continued in 1953-59 
with the transfer of 44 Il-23's, 20 Yak-18's, and 300 Shenyang F-4 
aircraft. China also introduced the first supersonic aircraft, the 
MIG-19, into North Korea in 1959. Between 1957 and 1960, China 
increased the North Korean naval capability with the transfer of 
24 minesweepers.^ 
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Aid to North Korea between 1953 and 1960 shifted from complete 
Soviet dependence toward an independent course leaning toward Chinese 
influence. The change largely was due to increased Chinese arms 
production capability, shifts in Soviet ideology, and resentment 
over Soviet pressure to accept the cease-fire. These events placed 
Kim in an unenviable position of subservience to both Moscow and Peking 
in return for economic and military aid, without leaning too far toward 
either, in fear of losing aid from the other. 

2. South Korea 

Following the Korean War, the American policy was to provide 
nuclear deterrence, but to shift the burden of meeting limited conven- 
tional deterrence to local forces. This led to greater emphasis on 
military assistance. Military aid to South Korea rose steadily 
throughout the 1950's, peaking between 1958 and 1960.^ This support 
served two purposes: it enabled the South Koreans to meet the threat 

from the North, and made the U.S. /South Korean Mutual Defense Treaty 
more meaningful. 

Actual arms transfers to South Korea during the fifties were 
mostly World War II surplus items which were obsolete in U.S. inventories. 
Additionally, these arms were single weapons (as opposed to weapons 
systems) which required only minimal maintenance and limited complex 
spare parts. Although these weapons were outdated in the U.S. inven- 
tory, they filled the needs of the Republic of Korea's Army (ROKA), 
and were commensurate with their maintenance capabilities.^ 
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Air assets were an exception in arms transfers. Here the 
South Koreans received 110 F-36 fighter-bombers, and nine T-33's. 
These aircraft matched the quality, but not the quantity supplied 
to North Korea during this same time period. 

The ties between South Korea and the United states were 
strengthened during the period 1950-1960. This v/as due to mutual 
objectives based on a democratic political system. 

D. THE SECOND DECADE, 1960-1970 

Arms transfers to the Korean Peninsula during the decade of the 
sixties can be divided roughly into two equal periods: 1960-65, 

and 1965-1970. The first period was characterized in North Korea 
by stronger ties to China, and in the later half, by a shift toward 
the Soviet camp. Similarly, for the South this decade can be divided 
into two equal periods: Pre-Vietnam (1960-65), and the Vietnam War 

era (1965-1970). 

1 . North Korea 

The period 1960-1965 marked a low point in Soviet-North Korean 
relations. Khruschev's de-Stal inization policy was considered an 
attack against any personality cult— which put Kim and Mao under 
attack. Kim II -sung's refusal to accept de-Stal inization, and his 
pursuit of an independent political course severely strained Soviet- 
North Korean relations. 

North Korea concluded a Mutual Defense Treaty with the Soviets 
in 1961, in spite of growing differences. This was not an acceptance 
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Soviet dominance, however, for in this same year, Kim introduced his 
Seven-Year Economic Development Plan, defying a Soviet attempt to 
coordinate and direct all socialist planning efforts. The combination 
of defiance in economic planning, and the refusal to accept Soviet 
military command dominance, resulted in the cancellation of all Soviet 
aid. 18 

Although the North Koreans lost their Soviet support, they found 
wholehearted Chinese support in the early 1 960 ' s . Peking's hard-line 
attitude toward the U.S., and their endorsement of Kim's political and 
territorial ambitions, further bound the China-North Korean relation- 
ship. Although China was unable to match Soviet aid, the commonality 
of attitudes moved North Korea and China much closer in the early 60' s. 

China increased its supply of jet fuel and spare aircraft parts 

to North Korea in the early 1 960 ' s , even though they were badly needed 

in China. North Korea reciprocated by reorganizing its Air Force 

along Chinese lines. By 1963, the North Koreans had received 400 

Chinese built aircraft, including Shenyang 4 (ilIG-17), MIG-15's, and 

Il-28's. Acording to the Stockholm International Peace Research 

Institute (SIPRI), North Korea's Air Force had expanded to 465 combat 

aircraft by 1964. During the early sixties, the North Korean military 

19 

strength exceeded South Korea's by 200-400 percent. 

Beginning in 1965, relations between North Korea and the Soviet 
Union began to improve. This change can be attributed to both internal 
and external events in North Korea with major allies. Internally, 
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North Korea's industrialization and economic progress was lagging 

behind their planned goals and seemed destined to fail without Soviet 
20 

aid. Externally, China had been involved in an embarrassing 

Indonesian coup, and also was experiencing internal turmoil that 

21 

led to the Cultural Revolution. 

Conversely, the Soviets had ousted Khurschev, and in February 

1965 Premier Kosygin visited North Korea enroute to North Vietnam to 

begin negotiations for renewed military aid. Increased aid did 

result from this meeting, but the terms of the agreement were kept 

secret. However, modern equipment soon was being shipped to North 

Korea. Included were late model jet fighter aircraft (MIG-21 's) and 

advanced surface-to-air missiles (SA-2's). Heavy equipment, including 

heavy field artillery, was provided for the North Korean ground forces 

22 

to offset modernizations in the ROKA. 

As a result of substantial Soviet military aid, the North 
Korean military forces profited greatly in 1967-68. By 1967, the 
North Korean Air Force had over 500 combat aircraft, including 21 
MIG-21 's, 350 MIG-1 7' s, 80 MIG-15 ' s, and 30 11-28 bombers (over half 
of which were provided by Moscow). Also provided were 10 Air-Defense 

oq 

Complexes, including 500 SA-2 missiles. Almost all of North Korea's 

24 

heavy army equipment was Soviet supplied. 

While relations with Moscow improved, relations with Peking 
deteriorated between 1965-63. These were the peak years of the 
Chinese Cultural Revolution. Although Kim continued a policy of 
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neutrality, his improved relations with Moscow were viewed by China 

as siding with the Soviets in the widening Sino-Soviet dispute. 

During this period, no new Chinese aid was promised, and even pre- 

25 

viously promised aid was withheld. 

Not until the Cultural Revolution began to wind down did 
relations between China and North Korea begin to improve. Chou 
En-lai's visit to North Korea in 1970 brought the promise of renewed 
military and economic aid. Military aid was in the form of ships, 
fuel, and technical assistance. This aid was provided to regain lost 
influence in North Korea, and to determine where North Korea actually 

pC 

stood in the Sino-Soviet dispute. 

The Soviet rapproachement in the mid-sixties, and the Chinese 
counter-rapproachement in 1968, did not result in a major swing in 
North Korean policy toward either orbit. Instead, it served to 
retrench their policy of self-reliance. The media stressed the need 
for North Korea to retain its economic, cultural, and ideological 
independence. A major development of the self-reliance movement in 
North Korea was the initiation of construction in an indigenous arms 
production industry. This independent policy resulted in the develop- 
ment of a self-sufficient small arms industry. 3y the end of the 
sixties. North Korea indigenously produced all of their small arms, 
including rifles, machineguns, mortars, as well as the ammunition for 
each item. 
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2. South Korea 



The decade of the sixties also can be divided into two periods 
for South Korea: Pre-Vietnam (1960-65), and the Vietnam War era. 

This was basically a period of transformation in American threat 
perceptions in Asia. First, President Kennedy shifted away from 
the concept of massive retaliation to a doctrine of flexible response. 
Secondly, threat perception shifted from external intervention toward 
internal disruption by guerrilla activities. The shift to flexible 
response, and the refocus of threat perception resulted in a reappraisal 
of the U.S. military aid program to Asia. 

The decision that the internal threat within Southeast Asia 
(particularly in Laos, Thailand, Cambodia, and Vietnam) was more vital 
to U.S. interests than the external threat in Korea led to a shift in 
U.S. military aid. This aid would be concentrated on training and 
equipping indigenous forces to counter internal threats. This decision 
caused significant fluctuations in military aid to South Korea. U.S. 
aid to South Korea peaked in 1961, and not until 1968 did aid again 
reach the 1961 level. Despite a decrease in aid, considerable amounts 
of conventional arms shipments flowed to South Korea . ^ 

Arms transfers to South Korea during the sixties included advanced 
weapons systems. In 1961, the Nike Hercules, Honest John, and Hawk 
missiles were first delivered to ROK forces. Sixty F-36 fighter air- 
craft were also delivered, including approximately 700 advanced 
Sidewinder air-to-air missiles. Although conventional armament 
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continued to flow, and some new systems were introduced, the share of 

U,S. aid for new procurement fell during this period. By 1964-65, 

almost 80 percent of military aid grants was for ammunition, parts, 

28 

food, and training. 

The increased involvement of the U.S. in Vietnam in 1965 
resulted in a decrease in military aid given to other forward defense 
nations. However, South Korea was an exception. Military aid 
remained at a stable level from 1965 through 1967, and increased 
annually thereafter. These levels were supplied to South Korea from 
1965 as a quid pro quo for the use of Korean troops in Vietnam. An 
increased level of violent activity by North Korea was a second reason 
why the United States increased arms transfers to South Korea. North 
Korea had instigated incidents along the DMZ, and in South Korea. 
Increased attacks on U.S. forces (the Pueblo incident, and the shooting 
down of an EC-121 reconaissance plane) influenced U.S. willingness to 
increase arms supplies to South Korea. 

Beginning in 1965, partially as part of the quid pro quo , the 
U.S, started updating the South Korean forces. In 1965, F-5 Freedom 
Fighters were delivered to supplement and replace ageing F-86's. 
Additionally, the U.S. promised to fully equip three of South Korea's 
ten reserve divisions, and to expedite the modernization of all of 
South Korea's front-line forces. Subsequently, between 1966-1974, 

South Korea received large numbers of tanks, artillery, small arms, 

90 

patrol craft, and other military material. 
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Aid for operations and maintenance increased significantly 

in 1969-1970. In 1969, $100 million was requested over and above 

the approved appropriations to update anti-aircraft systems, patrol 

boats, and radar. This also authorized a squadron of F-4-E Phantoms, 

. in 

which South Korea had requested earlier. 

The decade of the sixties ended with still another shift in 
U.S. policy. In 1969, President Nixon announced a new policy with 
regard to Asia (the Guam, or Nixon doctrine) stating that the U.S. 
would not automatically become involved in new Asian wars. President 
Nixon stated: "We shall look to the nation directly threatened to 

assume the primary responsibility for providing the manpower for its 
own defense. Essentially, this advocated arms transfers instead 
of involvement of U.S. troops in another unpopular Asian war. 

E. THE THIRD DECADE, 1970-1980 

Little change could be noted as the seventies arrived. North Korea 
still was essentially reliant on the Soviet Union for military and 
economic aid. Since 1969, relations between North Korea and China 
have remained good, but China has been unable to deliver much aid to 
North Korea. Although promises flowed freely between Peking and 
Pyongyang, material did not. South Korea and U.S. relations remained 
strong in the early 1970's, but became strained in the mid-seventies. 
Changes in the relationships between the suppliers was an important 
factor. 
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Perhaps the most important event of the early seventies was the 
1972 resumption of unification talks between the two Koreas. These 
were culminated by the Joint Communique of 4 July 1972. Although 
the joint talks looked promising, they were virtually doomed from 
the start. 

President Park declared a state of emergency on 6 December 1971. 
This was "necessitated by the need to cope with changes in the inter- 
national situation, and to meet North Korea's aggressive design." 0 
Between the emergency declaration and the imposition of martial law 
in October 1972, Park repeatedly called on North Korea to halt its 
aggression. North Korea's Premier Kim II -sung responded in April 1972 
with a peace overture completely contrary to previous statements: 

"It is my assertion that we should attempt direct 
North-South talks right away. The withdrawal of American 
troops is not a precondition for political talks. "33 

Park's hard line approach, and the use of unification talks to 

curtail political liberties just prior to the December election, 

caused serious questions about his motives. Although talks were 

begun in 1972, little progress was registered. 

1 . North Korea 

North Korea's relations with the Soviet Union remained 
critically important during the early and mid-seventies. The Soviets 
were still North Korea's major source of arms, and its major trading 
partner. However, Soviet arms transfers and military assistance 
brought little increased influence. North Korea, although dependent 
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on Soviet arms and aid, refused to move from their position of 
neutrality in the Sino-Soviet dispute. Soviet-North Korean relations, 
although cool and formal, were still firm, as was emphasized by the 
renewal of their Mutual Defense Treaty in 1976. Underlying Soviet 
aid to North Korea was the concern that renewed violence by Kim 
would undermine the SALT I agreement and the new-found detente with 
the United States. 34 

China remained important to North Korea during the seventies 
as a counterbalance to Soviet domination, flume rous visits were made 
between Peking and Pyongyang. During the mid-seventies, China 
promised military aid in the form of tanks, torpedo boats, destroyers, 
submarines, and fighter planes. Chinese aid promises coincided with 
the North Vietnamese victory. Encouraged by these events, Kim apparently 
requested support from the Chinese to renew his war against the South. 33 
However, the Chinese only supported peaceful reunification. 

It should be noted that little of the promised aid was delivered 
to North Korea. The Chinese, like the Soviets, were interested in 
maintaining relations with the U.S. Thus, the Chinese response of 
peaceful reunification to Kim's request for support met with polite 
silence. 

Actual arms transfers to North Korea during the seventies did 
little to improve their offensive capabilities. They received 28 
SU-7 fighter-bomber aircraft in 1971, and two squadrons of MIG-21 's 
between 1974 and 1978. Only the SU-7 could be considered as improvement. 



32 



since the MIG-2 l's were simply replacements for ageing aircraft; they 
added little to the offensive capability. The ground forces were 
supplied with 50 T-62 tanks in 1975,^ however as is shown by Appendix 
A, Table 15) little was added to North Korea's offensive capabilities 
by arms transfers during the seventies. 

Defensively, North Korea faired better during this timeframe. 
Their naval capability was increased drastically with the introduction 
of the SS-N-2 Styx missile for their patrol boats. Likewise, tne 
increase in numbers of patrol boats and submarines gave them a better 
capability to defend the coast. In 1972, 200 SA-7 surface-to-air 
missiles were supplied to the Democratic People's Republic of Korea's 
Army (DPRKA) thereby adding to its defensive capability. The two 
squadrons of MIG-21 's, although not adding much to their offensive 
capability, added significantly to their defensive posture. 

Overall, during the seventies, arms transfers to North Korea 
reflected the mood of the times. Both the Soviet Union and China 
were willing to support North Korea, but not to an extent that would 
allow Kim to invade the South. Thus, there was a shift toward 
defensive oriented weapons. 

2. South Korea 

Relations between South Korea and the United States entered 
the seventies on a cautious note. Events in the Park Government, 
beginning in late 1971 and lasting until 1974, caused grave concern 
in the U.S. On December 23, 1972, Park was reelected to a fourth 
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term by a vote of 2,357 to 0. However Park's martial law restrictions 
imposed in October did not allow for opposition in the election. This, 
coupled with events of Park's "coup in office" of 1971, precipitated 
an adverse reaction in the United States. Placing political critics 
on trial and the kidnapping of Kim Dae Jung in 1973 led to renewed 
U.S. protest. 

The South Korean political system had deteriorated to a point 
where Congress threatened to cut military aid. Congress held true 
to its threat by approving only $146 million in military grants in 
1975. An additional $20 million was withheld until the President 
was satisfied that political rights were restored . ^ This $20 million 
was never allocated. The 1975 allocations reflected a $23.8 million 
dollar reduction from 1974. 

Events that transpired in 1975 and early 1976 made U.S. 
restriction short-lived. A second tunnel was discovered under the 
DMZ in 1975. The pivotal event however was the August 18, 1976 
axe-slaying of two U.S. Army personnel at Panmunjom. This brutal 
act triggered an immediate response from the U.S. including: the 

dispatch of a carrier task force, the placement of all U.S. troops 
in Korea on full alert, the deployment of an F-lll squadron to Korea, 
and the patrol of the DMZ with 3-52 aircraft. ^ Additionally, U.S. 
military aid appropriations to South Korea jumped from $146 million 
in 1975, to over $230 million in 1976. 

Under the Carter administration (1976-79), South Korea has 
received more military aid than under any previous administration 
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for a comparable period. Total appropriations for 1977-79 totaled 
over $435 million, with an estimated $278 million in 1979 alone. 

The 1979 allocation comprises over two-thirds of the U.S. aid to 
the Far East. This aid is largely due to Carter's decision to with- 
draw U.S. troops from Korea. The planned withdrawal was suspended 

because of a "new DIA intelligence analysis" which indicated increased 

39 

North Korean total force levels and armor assets. Although the 
troop withdrawal was halted, aid for improvement of ROK forces 
was not. 

The improvement of ROK forces was initiated in 1976 with the 

Five-Year Force Improvement Plan (FIP). This plan was designed, at 

a program cost of $5.5 billion dollars, to reduce deficiencies and 

to modernize ROK forces. The South Korean Government levied a five- 

year defense tax to enlarge its domestic arms industry and to pay for 

the FIP. Additionally, $275 million in Foreign Military Sales (FMS) 

credits were provided by the U.S. in 1979, and like amounts can be 

40 

expected for the next several years. 

Arms transfers to South Korea, like those to North Korea, 
were mostly defensive in nature during the 1 970 * s . The only real 
air threat is posed by the 47 F-4-D/E aircraft provided to South 
Korea from 1971-77. The sale of 60 additional F-4's was approved 
in 1979, however, these aircraft are not yet delivered. Offensive 
capabilities for ROK ground forces have been improved by the transfer 
of over 500 M-48 tanks which South Korea converted to M-48 A-5's. 
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South Korea's defensive capability mushroomed during the 
seventies. With the addition of 150 F-5E fighter aircraft delivered 
in the seventies to their previously acquired aircraft which included 
F-4's, South Korea became quite capable of defending itself from an 
attack. Further reinforcing South Korea's defensive capabilities 
were over 1 ,500 AIM-9 and AIfl-7 advanced air-to-air missiles, the 
Nike Hercules, and Hawk surface-to-air missiles, and the Vulcan 20mm 
anti-aircraft system added in the seventies. 

South Korea's Navy has been updated with American and French 
ship-to-ship missiles. The extent to which South Korea's services 
were improved by arms transfers can be determined by examining 
Appendix A, Table 15. 



36 



III. INDIGENOUS PRODUCTION 



The magnitude of problems caused by Korean arms production efforts 
are only beginning to become apparent. Although these industries may 
help preserve internal security and deter external threats, they also 
carry the potential to create regional and international instability. 
Many questions remain as to how serious a problem they will become, 
their effects on regional and international stability, and how much 
they will complicate great power efforts to manage regional conflicts. 
This chapter will examine the development and implications of arms 
production in North and South Korea, and their effects on stability. 

A. DEVELOPMENT OF ARMS INDUSTRIES 

Both Koreas have been driven by security, economic, and political 
motives to develop their own arms industries. These reasons also have 
pushed them to manufacture a growing variety of weapons, both for 
indigenous use and for export. To date, arms industries in both Koreas 
are dependent on foreign technology input; however, these inputs 
have developed an indigenous data base, and increased local manufac- 
turing skills to a point where most systems can be manufactured 
without relying upon imported parts. 

Motivation for arms development will be the first aspect examined, 
followed by actual production capability. Next, the stage of indus- 
trial development in arms industries in each country will be determined 
by using Micheal Hoodie's model. Finally, a study of how arms 
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industries development in the two Koreas will affect regional 
stability, and how major power's ability to control military events 
on the Korean Peninsula will be addressed. 

8. MOTIVATIONS FOR ARMS PRODUCTION 

North and South Korea share the same basic reasons for develop- 
ing their arms industries: national security, economic growth, and 

political stability. These motives are apparent in all Third World 
countries that seek to develop an indigenous arms production capabil- 
ity, despite the intent sometimes being disguised under different 
titles J 

1 . National Security 

The foremost reason for developing indigenous arms industries 
in both North and South Korea is for national security. 3oth countries 
have lived in fear since an uneasy peace was enforced by the armistice 
agreement of 27 July 1953. The threat of renewed conflict has loomed 
ever-present, fired by opposing and antagonistic regimes, both claim- 
ing to be the sole government of Korea. 

Dr. Donald Goldstein concluded in his article "Third World Arms 
Industries" that states whose independence had been threatened typically 
seek to develop local arms industries when alternative sources are 

O 

not available, or when sources are believed to be unreliable. The 
future of the Governments of both North and South Korea were seriously 
threatened during the Korean War (1951-53). Subsequently, both 
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North and South Korea have been threatened with the cut-off of 
military aid due to political differences with their suppliers. 

a. North Korea 

North Korea's major arms supplier, the Soviet Union, 

completely severed economic and military aid due to political issues 

stemming from the Sino-Soviet dispute. When this occurred in the 

early 1960's, North Korea was able to turn to China for help, China 

was unable to supply the quantity of military aid needed. Not until 

relations were restored with the Soviet Union in 1965 did North 

Korea's economy and military readiness begin to recover. This year 

also was important because it marked the beginning of the development 

of indigenous arms industries in North Korea. The development of 

North Korea's arms industry was in direct response to the unrelia- 

3 

bility of its arms supplier, the Soviet Union. 

b. South Korea 

South Korea has experienced better military and economic 
support than has North Korea. However, their support was threatened 
in the early 1 970 ' s because of political differences with its 
supplier, the United States. In 1974, Congress commenced hearings 
on the "human rights situation in South Korea". They were on the 
verge of cutting aid to protest the political situation when an 
assassination attempt by a North Korean agent from Japan was made on 
President Park. Park escaped death, but his wife was killed.^ This 
event stayed the U.S. Congress from severely cutting aid to South Korea. 
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President Nixon's proclamation of a new U.S. defense policy 
in 1969, and the subsequent withdrawal of the U.S. 7th Division from 

Korea, pushed South Korea toward local production of arms in the 

. . 6 
mid-seventies. 

President Carter's 1977 decision to withdraw all U.S. ground 
troops from South Korea, although later rescinded, increased South 
Korea's fears astronomically. This led to increased emphasis by 
South Korea on rapidly developing its arms production industries. ^ 
Apprehensions about national security have spurred the creation 
of domestic arms industries in both Koreas. These domestic productions 
act as a kind of ultimate insurance for national independence. Indigen- 
ous arms production has allowed both countries to reduce their 
dependence on external suppliers, and to pursue a more independent 
course without the fear of loss of military efficiency due to an 
arms embargo. Thus, national security has been the driving force 
for the development of arms industries. 

2. Economic Motivation 

Secondly, there are economic motives for arms production. 

They reduce foreign exchange expenditures for imported arms, create 
employment, provide increased foreign exchange through export of 
weapons, and realize spinoff benefits in the industrialization 
process. ^ 

The need for foreign exchange and reduced cash outflow has 
led both Koreas to export indigenously produced weapons. South 
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Korea entered the arms export business in 1976 with a meager $5 million 
dollars in exports. But, by 1977, their exports jumped to $111 million 
dollars.** 

Exact statistics are not available for North Korean exports, 

however, SIPRI list them as the world's twenty-fourth largest arms 

exporter, and fifth largest Third World producer of major weapons 

systems. Recent news reports that North Korean weapons were being 

used by Iran in the Iran-Iraq War seem to support the belief that 

North Korea is independently expanding arms sales to gain foreign 

capital, as well as other economic benefits (i.e., secure future oil 

g 

supplies) . 

Both North and South Korea currently need foreign capital for 
economic development. Arms exports are a viable method of obtaining 
the needed capital. 

The cash flow into the Koreas from the export of weapons is 
only one of many economic benefits from indigenous arms production. 
Employment also is increased, and spinoff benefits are provided in 
other sectors of the economy.^ 

a. North Korea 

North Korea's economy is a high-pressure Communist economy 
which works on the concept of full employment. Although everyone in 
the market may be employed, many are underemployed. The development 
of local arms production makes better use of labor by shifting them 
from rural areas into manufacturing areas. Skills used in producing 
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armored personnel carriers also are needed to produce automooiles. 

This offers further independence of external sources.^ 
b. South Korea 

South Korea's export-oriented economic system also has 
benefited from the development of an indigenous arms production 
industry. It has allowed the unemployment rate to be reduced, thereby 
cutting the need for social welfare and easing tension caused by 
unemployment. 

The newly developed auto industry also has benefited from 
technological skills developed in the arms industry. Those skills 
developed in military radio production are directly transferable to 
the private production sector in TV and radio manufacture. Thus, 

South Korea has benefited by increased employment and spinoff techno- 
logy transferable to the civil sector. 

The development of indigenous arms production subsidizes 
industrialization as well as provides independence from importation 
of arms. The benefits and spinoffs are not without cost. .Markets 
must be established before arms sales are made. Initial costs of 
establishing an industry and buying the technology are high. Finally, 
resources are diverted from other sectors of the economy where they 
might have been used more effectively.^ 

3. Political Motives 

Political motives also are a factor in the development of 
indigenous arms production. Fraction within the Army is the only 
internal threat to the existing regimes in both North and South 
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Korea. If the government is unable to supply the army with needed 

material, they might attempt to overthrow that government and replace 

it. Relying on external suppliers requires a government to meet the 

1 3 

demands of the supplier as well as those of their army. 

Often, suppliers are not willing to deliver weapons systems 

requested by a recipient's military force; thus, two-way pressure is 

placed on the government. By developing an indigenous arms production 

capability, local governments can supply their armies with needed 

weapons and reduce the dependence on external sources. 

Locally produced arms also allows a government to meet external 

threats on more favorable terms. South Korea's dependency on imported 

arms placed them in a position of inferiority which led directly to the 

Korean War. Although North Korea was supplied with enough arms and 

supplies to defeat South Korean forces, they were not given enough 

arms and ammunition to defeat both South Korean and U.S. forces in 

14 

the early days of the war when victory was within their grasp. 

Both Koreas have turned to indigenous production to meet 
external threats. South Korea has developed a massive supply system 
capable of sustaining a short war. North Korea has developed a 
supply system capable of supplying its forces for three months in 
an all-out war.^ 

Another political motive is prestige. Both Koreas have 
attempted to establish themselves as Third World leaders through 
political and economic maneuvering. North Korean claims of defending 
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itself against South Korean and U.S. troops by developing its indigenous 
arms industry has been very successful in gaining prestige. South Korea 
has used its economic growth and developing arms industry to offset 
North Korea's Third World influence. The ability to supply arms carries 
enormous clout in Third 'World countries. Both Koreas are making full 
use of their arms industries to establish their imageJ^ 

The development of indigenous arms industries in both Koreas 
has been driven by three motives: national security, economic growth, 

and politics. The full impact of their industrial development is not 
yet known. However, estimates can be made as to the stages of 
industrialization their arms industries have reached by using current 
production capabilities. 

C. NORTH KOREAN INDIGENOUS ARMS PRODUCTION 

North Korea has a large and well -developed arms production industry. 
Current production capabilities are shown below, by service. These 
tables are only a "best estimate" of current production capabilities. 
Actual production is a state secret; however, unclassified sources 
were combined to establish these figures. The tables also include 
equipment indigenously produced under license.^ 

1 . Army 

North Korea produces all equipment for its ground forces. They 
are believed to have the capability of manufacturing 20 T-62 tanks 
per month. South Korean sources say North Korea may have produced 
and deployed about 2,600 T-62 tanks. North Korea also produces their 
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own artillery and light infantry weapons, and the amnunition for 

*1 O 

each. The production of AFC's and amphibious fighting vehicles 
further adds to their military capability. 

TABLE 1 

NORTH KOREAN INDIGENOUS ARMS PRODUCTION-ARMY 19 



Artillery Towed 



122mm 

130mm 

152iran 



Self-Propelled SU-76 

SU-100 



Tanks 



T-62 



APCs 



Infantry Weapons 
Mortars 

Recoilless Rifles 



BTR-40 

-60 

-152 

K-61 Amphibious vehicle 

7.62 (AK-47) 

7.62 Light Machinegun 

120mm 
1 60mm 
240mm 

82mm 

106mm 



AAA 37mm 

57mm 

35mm 

Plus ammunition for all basic weapons 



SOURCE: Multiple Sources 

Most of the indigenously produced equipment in North Korea is of 
the older Soviet design. The simple design characteristics of this 
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equipment eliminates most of the technological problems involved in 
arms production. Being simple in design also allows for easy 
maintenance. 



North Korea has developed a small navy, well -suited for its needs. 
In recent years. North Korea has been producing most of its naval 
vessels. Currently they produce gun and missile patrol boats which are 
ideal for coastal patrol . 

TABLE 2 

NORTH KOREAN INDIGENOUS ARMS PRODUCTION-NAVY 20 



Gun Boats 
Landing Craft 

Patrol Boats 

Frigate 

Submarines 



Chaho Class 
Chong Lin Class 

Nampo Class 
I CM type 
LCU type 

Taecnong Class 

Najin Class 

Midget Class 
Romeo Class 



SOURCE: Multiple Sources 

They also produce landing craft and submarines which could be used 
to land North Korean troops behind South Korea's forward defenses. 

In addition, they produce frigates, which combined with their sub- 
marine force, gives them a formidable mining capability. Although 
North Korea produces the basic vessels, they still are reliant on 
imported electronic equipment and missiles. 
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3. Air Force 



North Korea received permission to manufacture the MIG-21 
under license in 1974. This production would be heavily dependent on 
Soviet equipment and electronics. The first aircraft were planned to 
be completed by 1978. To date, there is no indication that North Korea 
has been able to master aircraft production. However, lack of infor- 

22 

mation prohibits final judgment on the progress made in this program. 

TABLE 3 

NORTH KOREAN INDIGENOUS ARMS PRODUCTION-AIR FORCE 
Fighter Aircraft MIG-21 (?) 

SOURCE: Multiple Sources 

North Korea has an extensive arms production industry which 
was established in the mid-sixties when military support was cut by the 
Soviet Union. Their heavy industry base aided by an abundance of iron- 
ore and coal has allowed them to become self-sufficient in production 
of ground equipment and reduce their dependency on external naval 
support. More than any other factor, the development of indigenous 
arms production has allowed North Korea to pursue an independent 
course of military and political development. 

D. SOUTH KOREAN INDIGENOUS ARMS PRODUCTION 

Arms industries have been established much longer in North Korea 
than in South Korea. Until recently, the early development of North 
Korea's arms industry provided a significant advantage in weapons 
production. 
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South Korea did not enter the arms production industry until the 
mid-seventies; however, by 1977 they had over $110 million dollars 
worth of arms exports. This was an increase of $100 million dollars 
plus over the previous year when arms sales were a meager $5 million 
dollars. This enormous growth in the arms industry was fueled by 
South Korea's highly skilled and educated populace, combined with 
massive U.S. support. It has allowed the South Koreans to become 
almost totally self-sufficient in weapons production. Thus, by the 
end of the 1970's, South Korea had countered much of North Korea's 
advantage in arms production. 

1 . Army 

South Korea is almost totally self-sufficient in the production 

of equipment for their ground forces. They manufacture all of their 

24 

light infantry weapons and towed 105mm and 155mm howitzers. They 
have a massive tank reconstruction program converting M-47 and M-48 
tanks into M-48 A-5's.^ Recently they started production of the 

pc 

Fiat 6614 Oto Metara amphibious infantry fighting vehicle. They 
also produce ammunition for all weaponry. 

South Korea is still dependent on the United States for advanced 
infantry weapons such as the TOW anti-tank missile. They require 
U.S. technical support in the development of artillery production. 

With U.S. support, South Korea has steadily increased the quality 

PI 

and quantity of basic weapons production. 
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TABLE 4 



SOUTH KOREAN INDIGENOUS ARMS PRODUCTION-ARMY 28 



Artil lery 


105mm 




155mm 


Tanks 


M-48-A5 Conversion 
Light Tank prototype 


APCs 


Fiat 6614 


AAA 


20mm Vulcan 


Infantry Weapons 


M-16 


Mortar 


60mm 

81mm 

4.1" 


MRL 


M-72 


Recoil less Rifle 


75mm 

106mm 

157mm 



Plus ammunition for all basic weapons 



SOURCE: Multiple Sources 



2. Navy 




South Korea's naval production 


is one of the fastest growing 



industries in Korea. The recently completed Hyundoi Ship Works is 
the largest single shipbuilding facility in the world. This increased 
production capability will supplement the Tacoma marine Industries, 
which currently produces the PS MM -5 class fast patrol boat. Although 
South Korea is using U.S. designs for their fast patrol boats, they 

? Q 

have made extensive modifications avoiding U.S. restriction on sales. 
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